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VIRGINIA:
BEFORE THE VIRGINIA GAS AND OIL BOARD

LEGAL DESCRIPTION

DRILLING UNIT NUMBER V-15
(Hereafter "Subject Drilling Unit" )
IN THE OAKWOOD COALBED METHANE GAS
FIELDS I AND II
HURRICANE MAGISTERIAL DISTRICT,
VANSANT {}UADRANGLE,
BUCHANAN COUNTY, VIRGINIA
(the "Subject Lands" are more
particularly described on Exhibit
"A", attached hereto and made a
part hereof)

APPLICANT< BUCHANAN PRODUCTION COMPANY )
)
)

RELIEF SOUGHT: POOLING OF INTERESTS IN )
DRILLING UNIT NO. V-15 )
LOCATED IN THE OAKWOOD )
COALBED METHANE GAS FIELDS )I AND II PURSUANT TO VA. )
CODE ANN. 5 45.1-361.22, )
FOR THE PRODUCTION OF )
OCCLUDED NATURAL GAS PRODUCED )
FROM COALBEDS AND ROCK STRATA )
ASSOCIATED THEREWITH )
FROM FRAC WELLS g SHORT HOLES g )
UNSEALED GOB, AND ANY )
ADDITIONAL WELLS THAT MAY )
BE AUTHORIZED PURSUANT TO )
VA. CODE ANN. 5 45.1-361.20 )
(herein collectively referred )to as "Coalbed Methane Gas" )or "Gas") )

)
)
)
)
)
)
)
)
)
)
)
)
)
)

VIRGINIA GAS
AND OIL BOARD

DOCKET NO.
95-0919-0518

REPORT OF THE BOARD

FINDINGS AND ORDER

1. Hearinc Date and Placet This matter came on for hearing before theVirginia Gas and Oil Board (hereafter "Board" ) at 9:00 a.m. on September 19,1995, Ratliff Hall, Southwest Virginia Education 4-H Center, Abingdon, Virginia.
2. Aooearances: Mark A. Swarts of Kay, Casto, Chancy, Love and Wise,

appeared for the Applicant.

3. Jurisdiction and Notice: Pursuant to Va. Code Ann. 55 45.1-361.1etthe Board finds that it has jurisdiction over the subject matter. Based
upon the evidence presented by Applicant, the Board also finds that the Applicanthas (1) exercised due diligence in conducting a search of the reasonablyavailable sources to determine the identity and whereabouts of gas and oilowners, coal owners, mineral owners and/or potential owners, i.e., personsidentified by Applicant as having ("owner" ) or claiming ("claimant" ) the rightsto Coalbed Methane Gas in all coal seams below the Tiller Seam (hereafter"Subject Formation" ) in Subject Drilling Unit underlying and comprised of SubjectLands; (2) has given notice to all such parties (hereafter sometimes "person(s)"
whether referring to individuals, corporations, partnerships, associations,



coapanies, businesses, trusts, joint ventures or other legal entitles) entitled
by Va. Cods Ann. 55 45.1-361.19and 45.1-361.22, to notice of this Application)
and (3) that ths persons set forth in Exhibit B hereto are persons identified by
Applicant through its due diligence who nay bs Owners or Claisants of Coalbed
Methane Oas interests in Subject Porsation, in Subject Drilling Unit underlying
and cosprissd of Subject Lands, who have not heretofore agreed to lease or sell
to the Applicant and/or voluntarily pool their gas interests. Purther, the Board
has caused notice of this hearing to be published as required by Va. Cods Ann.
5 45.1-361.19.B.Whereupon, ths Board hereby finds that ths notices given herein
satisfy all statutory requirsssnts, Board rule requiressnts and the sinisun
standards of state dus process.

4. Assndssnts> None.

5. Disslssalsc None.

6. Relief Rsousstsds AppliCant requeate (1) that pureuant tO Va. COde
Ann. 5 45.1-361.22, including the applicable portions of Va. Code Ann.5 45.1-
361.21, ths Board pool all ths rights, interests and estates in and to the Oas
in Subject Drilling Unit, including ths pool(.ng of ths interests of the known and
unknown persons assed in Exhibit E hereto and that of their known and unknown
heirs, executors, administrators, dsvisees, trustees, assigns and successors,
both imsdiate and raaote, for the drilling and operation, including production,
of Coalbed Methane Oas, produced fros the Subject Drilling Unit established for
ths Subject Porsation underlying and cosprissd of the Subject Lands, (hereafter
~osstisss collectively identified and referred to as "well developssnt and/or
operation in ths Subject Drilling Unit" ), and (2) that the Board designate CONSOL
Inc. as Unit Operator.

7. Relief arantedc The requested relief in this cause be and hereby is
grantsds (1) Pursuant to Va. Cods Ann. 5 45.1-361.21.C.3,CONSOL Inc. (hereafter
"Unit Operator") is designated as the Unit Operator authorised to drill and
operate one or sore Coalbsd Methane wells in ths Subject Drilling Unit, subject
toe ths persit provisions oontained in Va. Code Ann. 5 45.1-361.27 E); ERE.) to
the Oakwood Coalbad Methane Oas yield I Order OSCB 3-90, dated May 1S, 1990) to
the Oakwood Coalbsd Oas yield II Board' Order 91-1119-0162 effective as of
Decesber 17, 1992, to 5 480-05-22.1 5, 555(., Oas and Oil Regulations) and to 5$
480-05-22.2 ~ EE((., Virginia Oas and Oil Board Regulations, all as assnded frow
tiae to tine, and (2) all the interests and estates in and to the Oas in Subject
Drilling Unit, including that of ths known and unknown persons listed on Exhibit"5", attached hereto and sade a part hereof, and their known and unknown heirs,
executors, ahainistrators, dsvisses, trustees, assigns and successors, both
isssdiate and resots, bs and hereby are pooled in ths Subject Porsation in the
Subject Drilling Unit underlying and cosprl.sed of ths Subject Lands.
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Subject
toraation Unit Sire

Peraitted
Well Location( ~ \

timid and
Well Classification

Order
Number

hll coalbeds Approximately
and coal 80-acre square
seams below drilling unit
ths Ti.lier
~eaa, in-
cluding, but
not liaited
to Upper
Seaboard y

Greasy Creek,
Middle Sea«
board, Lower
Seaboard, Upper,
Horsepsn, Mi.ddle
Horsepen, War
Creek, Lower
Horsspen,
Pocahontas Mos.
9, 8, 7, 6, 5,
4, 3, 2 and various
unnamed seams and
associated rock
strata

One (I) free
well bore
to be
located in

Unit V-15
of Longwall
Panel 3 East

Oakwood Coalbed
Oas timid I

and Oakwood Coal-
bod Methane Oas
timid II for
Coalbed Nsthaae
Oas includi.ng
tree Well Oas,
as well as Un-
~oaled Oob Gas,
Short Hole Oas,
and Oas froa
any hdditional
Well

OGCS 3-90,
as amended,

~nd VGOB
No.

91-1119-0162
as aasnded

by VOOS No.
92-0216-0336

and
93-0316-0349

tor the Subject Drilling Unit
underlying and comprised of ths Subject

Land referred to asI

Unit Number V-15
Buchanan County, Virginia

Pursuant to the Board's Order No. VOOB 91-1119-0162, as aasnded, the Soard
has adopted the following method for the calculation of production and revenue
and allooation of allowable costs for short hole and unsealed gob production of
Coalbsd Methane Oas dependent upon the particular long wall mining plan
ayplicabls to each 80-acre drilling unit.

Ths designated operator of any 80-acre drilling unit or units within
the boundaries of which any long wall panel which has been isolatal by ths
driving of entries is located and fraa which Unsealed Oob Oas, Short Hole
Oas or Oas from any Well authorised by the Code of Virginia I~ produced,
shall calculate production and revenue based upon the aine plan as
iaplaaented withl.n each affeoted 80-acre drilling unit and in yarticular,
based upon ths mineral acreage, as platted upon the surface, ln each 80-
acre drilling unit actually contained within a long wall panel as deyicted
by said mine plan. Except as otherwise provided herein, a coyy of the
pertinent portion of the mine plan being utiliasd to calculate production,
revenue and costs fraa any affected 80-aors drilling unit shall be filed
of record with the Board prior to the payment of any revenue based upon
such calculations. The formula or division of interest for production
fraa any 80-acre drilling unit affected by a long wall panel and froa any
separately owned tract in any such SO-acre unit shall be calculated as
followss

7.1. por short Hole Gaa - Ths amount of production produced from
and attributed to each 80-acre drilling unit shall be ths
ratio {expressed as a percentage) that the aaount of mineral
acreage, when platted on the surface, which is both in the
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aifected unit and the long wall panel, hears to the total
mineral acreage, when platted on the surface, contained within
ths entire long wall panel affecting such 80-acre drilling
unit.

7.2. For Unsealed Gob Gas - The amount of production produced fri
and attributed to each 80-acre drilling unit shall be the
ratio (unpressed as a percentage) that ths amount of mineral
acreage, when platted on the surface, which is both in the
affected unit and the long wall panel, bears to ths total
mineral acreage, when platted on ths surface, contained within
the entire long wall panel affecting such SO-acre drilling
unit.

7.3. i. For Gas fxaa Anv Well Located in a Lone Wall Panel.
After actual coawencaasnt of coal mining operations by ths
driving of entries and completion of isolation of ~ long wall
panel, the amount of Gas produced fran such a well and
attributed to each 80-acre drilling unit shall be the ratio
(expressed as a percentage) that the amount of mineral
acreage, when platted on ths surface, which is both in the
affected 80-acre drilling unit and ths isolated long wall
panel, hears to the total mineral acreage, when platted on the
surface, contained within ths entire long wall panel affecting
~uch 80-acre drilling unit.

ii. Por Prac Well Gas. —Prior to the actual caaaencsmsnt of
coal mining operations by the driving of sntriea and
completion of isolation of a long wall panel, gas from any
well located in a proposed long wall panel shall be produced
from and allocated to only the 80-acre drilling unit in which
ths well ia located according to the undivided interests of
~ach owner/claimant within the unit, which undivided interest
shall be ths ratio (erpresaed as a percentage) that ths amount
of mineral acreage within each separate tract that ia within
ths Subject Drilling Unit, when platted on ths surface, bears
to the total mineral acreage, when platted on the surface,
contained within the entire 80-acre drilling unit.

8. Wlsction and Election periods In the event any Gaa Owner or Claimant
named in Sxhlbit 8 hereto doss not reach a voluntary agreamsnt to share in the
operation of ths wells to bs located in the 8ubject Drilling Unit at a rate of
payment mutually agreed to by said Gaa Owner or Claimant and ths Applicant or
Operator, then such person named may elect one of the options aet forth in
Paragraph 9 below and must give written notice of hia election of the option
selected under Paragraph 9 to the designated Unit Operator at the address shown
below within thirty (30) days from the date this Order ia recorded in the county
above named. A timely election shall be deemed to have been made if, on or
before ths last day of said 30-day period, such electing person haa delivered his
written election to the designated Unit Operator at ths address shown below or
has duly postmarhad and placed its written election in first class United States
mail, postage prepaid, addressed to the Unit Operator at ths address shown below.

9. Wlsction Ootionsz

9.1 Ootion 1 — To Partlcinats Tn The Development and Onsration of ths
Drillina Units Any Gas owner or claimant named in Swhiblt 8 who
does not reach a voluntary agresmsnt with the Applicant or Operator
may elect to participate in the development and operation of the
Subject Drilling Unit (hereafter "Participating Operator" ) by
agreeing to pay ths estimate of such Participating Operator'
proportionate part of the actual and reasonable costs of ths
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development contemplated by this Order for free well gaa, short hole
gaa, unsealed gob gas and gas from any increased density well under
Oakwood ZZ, including a reasonable supervision fee, of ths well
development and operation in the Subject Drilling Unit, as mors
particularly aet forth in Virginia Gas and Oil Board Regulation VR
480-05-22. 2, Section 10 (herein "Allocable, Completed for Production
Costa" ) ~ Purthsr, a Participating Operator agrees to pay ths
estimate of such Participating Operator" ~ proportionate part of ths
Allocabls, Completed-for-Production Costs aa ast forth below to the
Unit Operator within forty-five (45) days from ths later of ths date
of mailing or ths date of xscording of this Order. The estimated
Allocabls, Completed-for-Production Panel Costs for the Subject
Drilling Unit are as followsa

Allocable, Completed-for-Production Panel coatee

Panel 3 East
Panel 4 East

Total

$429,004.43
129.877.05

$558,881.49

A Participating Operator'a proportionate cost hereunder shall bs the
total of ths results obtained by multiplying the Participating
Operators'Division oi'nterest" in each panel located within
Subject Drilling Unit as sst forth in the fourth and fifth columns,
respectively, of Exhibit 8, times that panel' Allocable Completsd-
for-Production Panel Cost ast forth above. Provided, however, that
in ths event a Participating Operator elects to participate and
fails or refuses to pay the estimate of hia proportionate part of
the Allocabls, Completed-ior Production Panel Cost as aet forth
above, all within the time aet forth herein and in the manner
prescribed in Paragraph 8 of this Order, then such Participating
Operator shall bs deemed to have elected not to participate and to
have elected compensation in lieu of participation pursuant to
Paragraph 9.2 herein.

9.2 notion 2 - To Receive A Cash Bonus Considerations Zn lieu of
participating in the development and operation of Subject Drilling
Unit under Paragraph 9.1 above, any Gas Owner or Claimant named in
Exhibit 8 hereto who does not reach a voluntary agreeaent with ths
Applicant or Operator may elect to accept a cash bonus consideration
of $1.00 per net mineral acre owned by ouch person, ccaasncing upon
entry of this Order and continuing annually until coamencement of
production from Subject Drilling Unit, and thereafter a royalty of
1/Sth of 8/Stha [twelve and one-half percent (12.58)] of the net
proceeds received by ths Unit Operator for the sale of ths Coalbed
Methane Gas produced from any well development covered by this Order
multiplied by that person' Division of Interest or proportional
share of said produotion (for purposes of this Order, net proceeds
shall be actual proceeds receivo4 less all post-production costs
incurred downstream of ths wellhead, including, but not limited to,
all gathering, compression, treating, transportation and marketing
ooata, whether performed by Unit Operator or ~ third person) as
fair, reasonable and eguitable compensation to be paid to said Gaa
owner or claimant. The initial cash bonus shall becaw dus and
owing when so elected and shall be tendered, paid or eacrowsd within
~ixty (60) days oi recording of this Order. Thsreaitsr, annual cash
bonuses, if any, shall bscaas due and owing on each anaivsraary of
the date of recording of this order in the event production from
Subject Drilling Unit has not theretofore cowenced, and once due,
~hall be tendered, paid or escrowed within sixty (60) days of said
anniversary date. Once the initial cash bonus and the annual cash
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9.3.

bonuses, if any, are eo paid or sscrowsd, subject to a final legal
determination of ownership, said payment(a) shall bs satisfaction in
full for the right, interests, and claims of such electing person in
and to the Oas produced fram Subject tarnation in the Subject Lands,
except, however, for ths I/Sth royalties dus hereunder.

Subjeot to a final legal determination of ownership, ths election
sade under this Paragraph 9.2, when so sade, shall be satisfaction
in full for the right,

interests�
, and claims of such electing person

in any well development and operation oovered hereby and such
electing psrsan shall he deemed to and hereby does lease and assign,
ita right, interests, and claims ln and to ths Oaa produced fram
Subject tormation ln the Subject Drilling Unit to the Applicant.

Ontlon 3 - To Share In The Develoamsnt And accretion Ae A Non-
Partlclnatlna Parson On A Carried Basis And To Receive Conelderatlon
In I.leu of cash> In lieu of participating in the development and
operation of Subject Drilling Unit under Paragraph 9.1 above and in
lieu of receiving a cash bonus consideration under Paragraph 9.2
above, any Oaa Owner or Claimant named in Exhibit S hereto who does
not reach a voluntary agreement with the Applicant or Operator say
elect to share in the development and operation of Subject Drilling
Unit on a carried basis (aa a "Carried Well Operator" ) ao that the
proportionate part of ths Caspleted-for-Production Costs hereby
allocable to such Carried Well Operator' interest is charged
against ouch Carried Well Operator' share of production from
Subject Drilling Unit. Such Carried Well Operator'a rights,
interests, and claims in and to the Oaa in Subject Drilling Unit
shall be demand and hereby ars assigned to the Applicant until ths
proceeds fram the sale of such Carried Well Operator' share of
production from Subject Drilling Unit (exclusive of any royalty,
~xcsaa or overriding royalty, or other non-operating or non cost-
bearing burden reserved Ln any lease, assignment thereof or
agreemsnt relating thereto covering such interest) sguala three
hundred percent (300%) for a leased interest or two hundred percent
(200%) for an unissued interest (whichever la applicabls) of such
Carried Well Operator' share of the Completed-for-Production Costs
allocable to the interest of such Carried Well Operator. When the
Applicant recoups and recovers fram such Carried Well Operator'e
assigned interest the amounts provided for above, then, the aaaLgned
interest of such Carried Well Operator shall autasatically revert
hack to such Carried Well Operator, and fram and after such
reversion, such Carried Well Operator shall be treated as if it had
participated initially under Paragraph 9.1 abave) and thereafter,
~uch participating person shall bs charged with and shall pay hia
proportionate part of all further costs of such well development.

Subject to a final legal determination of ownership, the election
sade under this Paragraph 9.3, when ao sade, shall be asti.efaction
in full for the rights, interests, and claims of such electing
person in any well development and opsratioa covered hereby and such
electing person shall bs deemed to have and hereby does assign ita
rights, interests, and claims in and to the Oas produced fram
Subject tormation in the Subject Drilling Unit to ths Applicant for
ths period of time during whl,ch ita interest ia carried as above
pravlded prior to ite reversion back to such electing person.

10. Pallure to Pranerlv Elects In the event a person named in Exhibit
B hereto 4oea not reach ~ voluntary agreemsnt with the Applicant or Operator and
fails to elect within ths time, in ths manner and in accordance with the terse
of this Or4sr, one of the alternatives aet forth Ln Paragraph 9 abave for which
hia interest qualifies, then such person shall be deemed to have elected not to
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participate in the proposed development and operation of Subject Drill(.ng Unit
and shall bs doomed, subject to a 1'inal loyal determination or ownership, ta have
elected to accept as satisfaction in full for such person' right, interests, and
claims in and to the Oas the consideration provided in Paragraph 9.2 abave for
which its interest qualifies and shall bs deemed to have leased and/ar assigned
his rl.ght, interests, and claims in and to the Oas produced fram Subject
tormation in the Subject Drilling Unit to the Applicant. Persons wha fail to
properly elect shall be deemed, subject to i final legal determination of
ownership, ta have accepted the compensation and terms set forth herein at
Paragraph 9.2 in satisfaction in full for the right, interests, and claims of
~uch parson in and to the Oas produood fram the Subject tormation undorlyiny
Subject Lands.

11. Default Bv particiaatlna persons In ths event a person named in
Exhibit S elects to participate unclsr Parayraph 9.1, but fails or refuses to pay,
to secure the payment or to mahs an arrangemsnt with the Unit Operator for the
payment of such person's praportianate part af tho Allocable, Completed-far-
Production Panel Cost is sot forth herein, all within the time and in the manner
as prescribed in this Order, then such person shall be deemed to have withdrawn
his election to participate and shall be deemed to have elected to accept as
~atisfaction in full for such person' right, interest, and claims in and to ths
Oas ths consideration provided in Paragraph 9.2 above for which his interest
gualifios depending on tho excess burdens attached to such interest. whereupon,
any cash bonus considoratloa due as a result of such deemed election shall be
tendered, paid or escrowed by Unit Operator within sixty (60) days after the last
day on which such dsfaultiny parson under this Order should have paid his
proportionate part of such cost or shauld have made satisfactory arrangements for
ths payment thereof. Shen such cash bonus consideration l,s paid or sscrcwed, it
shall bo satisfaction in full for ths right, interests, and sinless of such parson
in and to the Oas underlying Subject Drilling Unit in the Subject Lands covered
hereby, except, hcwover, for any royalties which would boccas due pursuant to
Paragraph 9.2 hereof.

12. Asaianment of Interests In the event a person named in Exhibit B is
unable to reach a voluntary agreomsnt to share in the operation of the walls
contemplated by this Order at a rate of payment agreed to mutually by said
Potential Oas Owner and ths Applicant ar Operator, and such person elects or
fails to elect to do other than participate under Paragraph 9.1 above in the
development and operation of ths wells in Subject tormations in Subjeot Drilling
Unit, then subject to a fl,nal loyal determination of cwnership, such person shall
bs doomed to have and shall have assiynsd unto Applicant such parson' right,
interests, and claims in and to said wells, in Subject tormatian in Subject
Drilling Unit, and other share in production to which such person may bo entitled
by reaeoa of any election or deemed election hereunder in accordance with the
provisions of this Order governiny said election.

13. Unit Oaeratar Car Onsratorl s CONSOL Inc., bs and hereby is
designated as Unit Operator authorised to drill and operate the wells l.n Subject
taxmation in Sssbject Drill(ay Unit, all subject to the permit provisions
oontaiaod in Va. Cade Ann. $565.1-361.27SL SSg ) 55580-05-22.1 RL SSg., Oas
~nd Oil Regulations) $$ 6SO-05-22. 2 Sg SSg., Virginia Oas and Oil Board
Regulations) the Oatswaod Caalbod Oas tisld I Order DOCS 3-90 and the Oahwaod
Coalbsd Nsthano Oas tisld II Order VOOS 91-1119»0162, all as amended fram time
to time, aad all slootions roguirod by this Order shall he cawsnicatod to Unit
Operator iss writissg at the address shcwss belcws

CONSOL Inc,
P. O. Sox 967
Sluefield, VA 25605
Phones (560) 326-6000
taxs (560) 326-6359
Attn s Loslie K. Arrington
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14. commencement of ooerationss Unit Operator shall coaaaence or causeto coaesnce operations for ths drilling of the well( ~ ) within the Subject
Drilling Unit and/or ths well(s) outside the Subject Drilling Unit but from which
production is allocated to ths Subject Drilling Unit within three hundred andsixty-five (365) days from the date of this Order and shall prosecute the same
with due diligence. If Unit Operator shall not have so coaaaenced and/or
prosecuted, then this Order shall terminate, except for any cash sums then
payabls hereundsrf otherwise, unless sooner terminated by Order of the Board,this Order shall expire at 12<00 P.M. on the date on which all wells covered bythis Order and/or all wells from which production is allocated to ths Subject
Drilling Unit ars permanently abandoned and plugged. However, in ths event an
appeal is taken from this Order, then the time between the filing of the petitionfor appeal and ths final Order of ths Circuit Court shall be excluded incalculating the one year period referred heroin.

Upon completion of any well whose costs comprise part of ths
Sstimated Completed-for-Production Costs sst forth in Paragraph 9.1 above, and
within ninety (90) days after production into the pipeline is obtained andrestoration of the location is completed, ths Operator shall file with the Board
a revised exhibit reflecting the actual, Completed-for-Production Costs for the
~ubject Drilling Unit.

15. Onsrator'a I leuc Unit Operator, in addition to the other rightsafforded hereunder, shall have a lien and a right of sst off on the gas estates,rights, and interests owned by any person subject hereto who elects toparticipate under Paragraph 9.1 in the Subject Drilling Unit to the extent thatcosts incurred in the drilling or operation on the Subject Drilling Unit are
chargeable against such person' interest. Such liens and right of set off shall
be separable as to each separate person and shall remain liens until the Unit
Operator drilling or operating any well covered hereby has been paid the full
amounts due under ths terms of this Order.

16. Bscrow Provisionss

By this Order, the Board instructs the Bacrow Agent named herein or
any successor named by the Board to establish an interest-bearing escrow account,(herein "ths Bscrow Account" ) to receive and account to ths Board pursuant to its
agreement for ths escrowed funds hereafter described:

Taxewsll National Bank
Trust Department
c/o Premier Bankshares Corporation
29 College Drive, P. O. Box 1199
Bluef isld, VA 24605-1199
Telephonec (540) 322-2242
Paxx (540) 322-2766

16.1. Bscrow Provisions Por Unknown or Unlocatabls Persons> If any
payment of bonus, royalty payment or other payment dus and owing
under this Order cannot be made because the person entitled thereto
cannot bs located or is unknown, then such cash bonus, royalty
payment, or other payment shall not bs ccaeinglsd with any funds ofths Unit Operator and shall, pursuant to Va. Code Ann. 9 45.1-361.21.0, asd said sums shall be deposited by the Operator into the
Bscrow Account, coamencing within sixty (60) days of recording ofthis Order, and continuing thereafter on a monthly basi. ~ with each
deposit to be made, by use of a report format approved by theInspector, by a date which is no later than sixty (60) days afterthe last day of the month hsing reported and/or for which funds are
being deposited. Such funds shall be held for the exclusive use of,
and sole benefit of the person entitled thereto until such funds can
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16.2

bs paid to suoh person( ~ ) or until the Escrow Agent relinquishes
~uch funds as required by law or pursuant to Order of the Board in
accordance with Va. Code Ann. 5 45.1-361.21.D.
Escrow Provisions For Conflictinc Clalmantsc If any payment of
bonus, royalty payment of other payment due and owing under this
Order cannot be made because ths person entitled'hereto cannot be
made certain dus to conflicting claims of ownership and/or a defect
or cloud on the title, then such cash bonus, royalty paysent or
other payment, together with Participating Operator' Proportionate
Costs paid to Operator pursuant to Paragraph 9.1 hereof, if any,
(1) shall not be commingled with any funds of the Unit Operator) and
(2) shall, pursuant to Va. Code Ann. $$ 45.1-361.22.A.2, 45.1-
361.22.A.3 and 45.1-361.22.A.4, hs deposited by ths Operator into
the Escrow Account within sixty (60) days of recording of this
Order, and continuing thereafter on ~ monthly basis with each
deposit to be made, by uss of a report format approved by the
Inspector, by ~ date which is no later than sixty (60) days after
the last day of the month being reported and/or for which funds are
subject to deposit. Such funds shall bs held for ths exclusive use
of, and sole benefit of, the person entitled thereto until such
funds can be paid to such person(s) or until ths Escrow Agent
relinquishes such funds as required by law or pursuant to Order of
the Board.

snscial Flndincsc The Board specifically and specially finder

17.1. Applicant is a Virginia general partnership comprised of Appalachian
Operators, Inc., and Appalachian Nethane, Iac., and is duly
authorised and qualified to transact business in the Commonwealth of
Virginia)

17.2 CONSOL Inc. has accepted Applicant's delegation of authority to
explore, develop and maintain ths properties and assets of Applicant
now owned or hereafter acquired, has agreed to explore, develop and
maintain the properties and assets of Applicant, «nd has consented
to serve as coalbed methane gas wells Unit Operator for subject
Drilling Unit and to faithfully discharge the duties imposed upon it
as Unit Operator by statute and regulation, all as evidenced by the
Exhibits 4, 5 and 67

17.3

17.4

CONSOL Inc. is a Delaware corporation duly authorised to transact
business in ths Caaaamwealth of Virginia and is an operator in the
Commonwealth of Virginia and has satisfied the Board's requirements
for operations in Virginiat

Applicant, Buchanan Production Company, claims ownership of gasleases, coalbed methane gas leases, and/or coal leases representing99.7481 percent of the oil and gas interest and 100 percent of the
coal interest in Subject Drilling Unit, and appli.cant claims the
right to explore for, develop and produce Coalbed Methane gas from
coal seams below the Tiller seam in Unit Number V-15 in Buchanan
County, Virginia, which Subject Lands are more particularly
described in Exhibit "A")

17.5

17.6

Applicant has proposed the drilling of one (1) well on the Subject
Drilling Unit to develop the pool of Cas in Subject Formations.

The estimated total production from Subject Drilling Unit is 1200 to
2000 NKCF. The estimated aaount of reserves from the Subject
Drilling Unit is 1200 to 2000 NNCF.
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17.7 Respondents are listed on Exhibit "8". Sst forth in Exhibit "8" is
ths name and last known address of each person identified by the
Applicant as having or claiming a potential interest in ths Coalbsd
Methane gas in Subject Pormation in Subject Drilling Unit underlying
and compri.sed of Subject Lands, who has not, in writing, leased to
the Applicant or the Unit Operator or agreed to voluntarily pool his
interests ).n Subject Drilling Unit for its development. The
interests of ths Respondents listed in Exhibit 8 comprise 0.2519
percent of ths oil and gas interests and 00.00 percent of the coal
interests in Subject Drilling Unit)

17.8 Applicant's evidence established that the fair, reasonable and
equitable compensation to be paid to any person in lieu of ths right
to participate in any well covered hereby are those options provided
in Paragraph 9 above7

17.9 Ths Board has not heretofore entered an Order pooling any interests
for Subject Drilling Unit.

17.10 Ths relief requested and granted is just and reasonable, is
supported by substantial evidence and will afford each person listed
and named in Exhibit 8 hereto the opportunity to recover or receive,
without unnecessary expense, such person's just and fair share of
ths production from Subject Drilling Unit. Ths granting of the
Application and relief requested therein will ensure to the extent
possible the greatest ultimate recovery of coalbsd methane gas,
prevent or assist in preventing the various types of waste
prohibited by statute and protect or assist in protecting the
correlative rights of all persons in the subject ccsmon sources of
supply in the Subject Lands. Therefore, the Board ia entering 'an
Order granting the relief herein set forth)

18. Mailino of Order And tilinc Of Affidavits Applicant or its Attorney
shall file an affidavit with the Secretary of ths Board within sixty (60) days
after ths date of recording of this Order stating that a true and correct copy
of said Order was mailed within seven (7) days from the date of its receipt to
each Respondent named in Exhibit 8 pooled by this Order and whose address is
known.

19. Availabilitv of Unit Records: The Director shall provide all persona
not subject to a lease with reasonable access to all records for Subject Drilling
Unit which are submitted by the Unit Operator to said Director and/or hia
Inspector( ~).

20. Conclusions Therefore, ths requested relief and all terms and
provisions aet forth above be and hereby are granted and IT IS SO ORDERED.

21. Annealas Appeals of this Order are governed by ths provisions of Va.
Code Ann. 8 45.1-361.9which provides that any order or decision of ths Board may
bs appealed to the appropriate circuit court. Such appeals must be taken in the
manner prescribed in the Administrative Process Act, Va. Code Ann. 9 9-6.14<i EL
%II~

22. Effective Dates This Order shall be effective on ths date of its
execution.

DONE AND EXECUTED this / day of /54K , 1995, by a majority
of the Virginia Gas and Oil Board.

Chairman,+@nay R. Way+ler

10
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DONE AND PERFORNED this
Order of this Board.

)fyrqff Thomas Fulmar /
Prfcipal Executive 'To Ths Staff
Vi ginia Gas and Oil Board

STATE OF VIRGINIA
COUNTY OF WISE

to do so.

)
)

Acknowledged on this I%M day of 1995,
personally before me a notary public in and for ths Commonwealth of Virginia,
appeared Benny Wampler, being duly sworn did depose and say that he is chairman
of the Virginia Gas and Oil Board, that he executed the same and was authorised

Ny cosaaission expires 7/31/98

Susan G. Garrett
Notary Public

STATE OF VIRGINIA
COUNTY OF WISE

Ny cossnission expires 7/31/97

)

Acknowledged on this /2~ day of PGkhe ~ 1995,
personally before me a notary public in and for the Commonwealth of Virginia,
appeared Byron Thomas Fulmar, hsing duly sworn did depose and say that hs is
Principal Executive to the Staff of the Virginia Gas and Oil Board, that he
executed the same and was authorised t~o so.

/3nlC LJ~
Diane J. Davis /
Notary Public

11



UNIT LOCATION PLAT EXHIBIT A

OAKWOOD FIELD UNIT V-15

V

Corrpany

Tract No

CONSOL INC Well Name and Number

Elevation Quadrangle
Count BUCHANAN P r str r ct HURR I CANE~N 87.

Licensed Professional Engineer o Licensed Land Surveyor
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CONSOL Inc.
Plat Legend

Property gr Lease Information
Unit: V-15

Big Axe Tr. 7 - Coal, Oil 4, Gas
Wayles R. Harrison dt Landon R. Wyatt, Jr. Trustee
NONE OF RECORD - Oil 4, Gas Lessee
Island Creek Coal Company - Coal Lessee
Beatrice Pocahontas Company
Jewell Smokeless Coal Corporation
Buchanan Production Company - CBM Lessee
78.055 acres - 97.569%
Elmer Brown - Surface
Tommie Rose - Surface
Buchanan Production Company (W.H. Brown 'Qact)

Jessie Childress Heirs - Surface, Oil 4, Gas
Big Axe Tr. 4 - Coal
Wayles R. Harrison dr, Landon R. Wyatt, Jr., Trustem
NONE OF RECORD - Oil 4, Gas Lessee
Island Creek Coal Company - Coal Lessee
Beatrice Pocahontas Company
Jewell Smokeless Coal Corporation
Buchanan Production Company - CBM Lessee
1.527acres - 1.909%

Sammie Hams - Surface
Pobst dt McGuire Tr. 2 - Coal, Oil dt Gas
Buchanan Production Company - Oil 8c Gas Lessee
Island Creek Coal Company - Coal Lessee
Permac, Inc.
Jewell Smokeless Coal Corporation
Buchanan Production Company - CBM Lessee
0.418 acres - 0.522%

Page 1 of 1



COAL FEE OWNERSHIP

TRACT P2 —1.827acres

CBM V-15
Docket No. VGOB-95/09/19-0518-' " ~4

Exhibit B
UNLEASED OWNERS

Division d Divhlon of
Net Acres Interest in Interest in Interest in

(oJ/Bit 3-East m 28 983% 4-East m 8.795%

(1) Jessie Childress Heirs

(a) Beanor 8 Robert Hawkins
2719 Brookwood Drive
Knoxville, TN 37917

(b) Louise 8 Laster Agee
7801 Bull Run Road

ansassas, VA 22110

(c) Phyllis Evsreee
4472 Dike Road
Winter Park, FL 32792

1.527acres

0.0918acres 0.1145%

0.0183acres 0.0229%

0.0918acres 0.1145%

0.5151%

0.0309%

0.0309%

0.1879%

0.0101%

0.0101%

Page 1 of 1



CSkt V-16
Docket No. VGOB-95/tp/Op-pdtd

Exhibit E
CONFUCTING OWNERSHIP CLAIMANTS

7/&ICT AQ —r 627 acres

COAL FEE OWNERSHIP

Not Acres
Confdctlnp Division of
Interest In interest In

)(B() S-East Sa.aaa%

Division ot
Interest In

4-F t a 798%

(1) Blp Axe
Wo landon R. Wyatt *.
Wyatt Bukk dales
Danvdle, VA 24641

tRACr rs —r 627 serac

1.627acres 1.909% 0.5151% 0.1879%

OIL & GAQ FEE OWNERSHIP

(1) Jessle Childrsss Heirs

(a) Eleanor & Robert Hawklns
2719 Brookwood Drive
Knoxvl6e, TN 67917

(b) Louise & Lector Apso
7801 Bull Run Road
Manssssas,VA 22110

(c) PhySis Evorette
4472 Dike Road
Winter Park, FL S2792

1.527acres 1.909%

0.0918acres 0.114d%

0.0186acres 0.0229%

0.0918acres 0.1145%

O.d151%

O.OS09%

0.0609%

0.1879%

0.0101%

0.0020%

0.0101%

(2) Buchanan Production Company
P.C. Box 947
Bluo5eld, VA 24805

1.S2acres 1.Sd7% 0.4471% 0.1467%

Pape 1 of 1



15
S~N=

(

C Ol

f O<o>
C ZOZ
g 0 0

QXO
o >>8

o
cn


